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1. Introduction

The Construction Equipment Association (CEA) acted as the Trade Partners UK SESA (Support for Exhibitions and Seminars Abroad) sponsors of the British Group at the M&T Expo Exhibition (18-22 September 2001) held at the Imigrantes Exhibition Centre in São Paulo, Brazil. 19 British companies exhibited at M&T Expo with SESA grant aid. The British Group was the largest International Pavilion at M&T Expo. JCB also flew the British flag in the outside area. 
British companies exhibiting at M&T Expo were eligible for a grant of 60% of their space and construction costs up to a ceiling of £2,300 per exhibitor. Exhibitors also received a further £1,200 Emerging Target Market grant.

1.1 The CEA ran a British Group Information Centre which provided a meeting room, message taking facilities, computer access, multi-lingual interpreters, phone, fax, e-mail and Internet connection for group members as well as serving, coffee and cold drinks and snacks. The British Group also benefited from the use of a meeting room, computer and phone line provided to the CEA by the exhibition organisers. The CEA interactive CD-ROM, Business Tracker 2001, was distributed to visitors to the Information Centre. Business Tracker is a directory of CEA Members and other British manufacturers and their products together with general construction industry information.

1.2 The Information Centre also provided an opportunity for a further 9 British companies to display literature and graphics. They were :-

· Aussie Mole International Ltd

· Titan Ladder Co

· International Transmissions Ltd

· Hydronix Ltd

· InterRegs Ltd

· GCM Construction Equipment Ltd

· Master Magnets Ltd

· Sterling Fluid Systems Ltd

· Caldervale Forge Co Ltd

CEA staff took enquiries and trade leads from visitors – an Access database of visitors is available to CEA Members and is included on disk with this report for display package participants. Many of the companies who used the display facility were looking for distributors and joint ventures in Brazil and other Latin American markets. Those who already had distributors used the facility to raise awareness of their product. All companies in the display package were able to use the stand as a hospitality base for their British personnel and to meet potential customers. 

2. The Exhibition 

M&T Expo was organised by SOBRATEMA (Brazilian Society of Technology for Equipment and Maintenance) and Alcantara Machado (one of Brazil’s leading trade fair organisers). It was supported by CECE (The Committee for European Construction Equipment) and CIMA (the American Construction Industry Manufacturer’s Association). CIMA subsequently withdrew from the show after the events of September 11 although a number of American companies still exhibited. A specialised conference programme was run in tandem with M&T Expo at the adjoining conference centre.  

The exhibition followed the pattern for South American shows and was open from 13.00 to 20.00. Although the organisers argued that the show was open late to allow people to visit after work, the final hour of the day was rather quiet.


M&T Expo occupied both halls of the Imigrantes Exhibition Centre together with a large outside area. Product groups were as follows:-


· Earth moving equipment.

· Asphalt and concrete equipment.

· Drilling equipment.

· Rock crushing equipment.

· Compaction equipment.

· Cargo lifting equipment.

· Compressed air equipment.

· Bracing and protection.

· Trucks, parts, accessories and implements.

· Hammers and breakers.

· Rolling materials and accessories for machines.

· Cabins.

· Tyres.

· Engines.

· Spare parts and components.

· Services (rental, rework logistics etc).

· Government.

· Financial institutions.

· Distributors, importers dealers and agents.

· Research and educational.

· Informatics: software and hardware.

· Technical publications.

· Transmissions and hydraulic systems.

· Modular metallic constructions.

· Instruments: topography and measuring.

· Communication and security.

· Heavy construction contractors.

· Mining engineering.

· Geology and prospecting.

· Cargo (earth & rock) handling equipment.

· Mining (underground, quarry and surface).

· Environment control and protection.

· Mining companies.

3. The Exhibitors

The organisers reported that M&T Expo 2001 recorded;

· 254 (137) exhibitors

· Representing 374 trade names

· Occupying 80,000 (50,000) square meters

· Attracting some 25,000 (21,000) trade visitors

(Note: 1999 edition M&T figures given in brackets.) 

The British group was the largest international pavilion at M&T Expo. Other national pavilions exhibiting and organised by national trade associations were: Germany (VDMA), Spain (ANMOPyC), Italy (Ucomesa and Comamoter), France (MTPS) and the USA.

Copies of the organiser’s post event press releases on the show are attached.

4. The Visitors

There were over 25,000 visitors to M&T Expo mainly from South American countries. Admittance to the exhibition was strictly controlled and most visitors during the week were of good quality.  However, there was the inevitable deterioration in quality on Saturday when many of the visitors tended to be operators and their families. 

Visitors tended to be selective in the materials that they took from stands and only took brochures if they were seriously interested in the product. As the majority of visitors spoke little or no English the companies who had their literature translated into Portuguese were at a great advantage. 

Note: British Group exhibitors benefited from a £100 voucher from Trade partners UK to be used against the cost of translating company literature into Portuguese.

5. The Economy 

In early 2001 Brazil’s economy was surging ahead. However, since the end of March industrial production has fallen each month and the IMF cut its predicted growth forecast  - saying that GDP would expand by just 2.2% this year. 

The Real continues to weaken against major currencies making imports even more expensive, especially after high import duties have been added. The weakness of the Real (it has fallen by 31% against the dollar this year) is fuelling inflation which is likely to exceed the Central Bank’s target of 6%. The bank is trying to prop up the Real with higher interest rates, sales of US dollars and dollar linked bonds but as Government debt is linked to international rates or to the dollar the combination of rising borrowing rates and a weakening currency has bumped up the debt total and made markets more nervous still. 

Brazil is suffering from a severe energy shortage caused largely by long lasting droughts affecting the region. Much of Brazil’s electricity comes from hydro electric schemes.  This has resulted in power cuts, price rises and rationing of electricity. Consumers have been asked to reduce their consumption and many commercial and retail buildings close early. 

Brazil is also affected by the poor performance of its neighbours, especially Argentina and by the knock on effects of September 11.   

Despite all this gloom Brazil is still very keen to attract foreign investors to cover its current account gap – which is presently running at 4 – 5 % of GDP. 

So far Brazilian consumers have not been affected by the squeeze. Real wages have fallen slightly but unemployment has not yet risen.

(source The Economist 29/9/01). 

6. Logistics

Travel:-  Many exhibitors were able to find some attractively priced flights to São Paulo using scheduled airlines such as BA, Varig and KLM. We were very impressed by the punctuality of all the Varig flights we took and by the efficiency of their check-in staff. However, internal flights are expensive in Brazil even when pre-purchasing a book of flight vouchers in the UK. It is hard to appreciate the huge size of Brazil until you are actually there. When you take a two hour internal flight and then look at the distance you have covered in relation to the size of the country it is amazing to see the scale of the country. 

Hotel:- Most of the international exhibitors stayed at the 4 star Paulista Plaza hotel located just off Paulista Avenue in a safe part of the city. Heavily discounted rates had been arranged by CEA via the British Embassy in Brasilia. Patricia Cortes at the Embassy was especially helpful in negotiating costs and making arrangements. Hotels offered a pick-up service to exhibitors from the airport. 

Restaurants:- A number of good restaurants were with in walking distance of the hotel. A great spirit of camaraderie soon built up between the exhibitors and most ate together each evening. This made the experience much more pleasant for exhibitors travelling alone.  São  Paulo is well served by a variety of eating places from the wonderful chuarrascarrias serving an endless supply of bar-b-qued meats to a range of first class international restaurants and cafes. Meals to suit all tastes and pockets can be enjoyed in the city.  

CEA Exhibitors’ Coach:- The exhibition centre was about a 30 – 40 minute drive from the hotel and the legendary São Paulo traffic lived up to its reputation. To make life easy for exhibitors the CEA had arranged for coach travel to and from the exhibition each day – again with the help of the Embassy. We were able to rescue a few American exhibitors who were also staying at the Paulista Plaza but whose bus had been cancelled due to the non-participation of their trade association.

Interpreters:- We were surprised by the lack of English language skills, even some of the most senior personnel spoke virtually no English. The CEA had arranged for interpreters for the British Group exhibitors through a contact of CEA Exhibition Executive, Sharna Gollogly. These interpreters were supplied at US$100 per day as opposed to the organisers published rate of US$300 plus. Although not professional interpreters all the girls were well presented and spoke fluent English. Some also spoke Spanish and even Italian. They were very helpful often going beyond the call of an interpreters job and we would have no hesitation in recommending them to any future groups.

Taxis:- Taxis in São Paulo are plentiful and reasonably priced. Although they can be flagged down on the street it is probably safer to order one via your hotel. Many of the larger hotels have their own cars or offer a shuttle service to the airports. Taxis offer receipts - recibos - readily and the better ones have a machine to print them in the car. 

Freight:- the nominated freight forwarders were Britannic International Exhibition Freight Ltd who acted for a number of the British group. Freight costs to Brazil are excessively high - due almost entirely to the high import tariffs, customs clearance costs and port to stand handling charges. 

7. British Embassy – São  Paulo Consulate General: 

The British Group was given a great deal of assistance from both the British Embassy in Brasilia – by Commercial Manager, Patricia Cortes, and the British Consulate in São Paulo by Vice Consul Commercial, Gale Jenkinson. Both representatives toured the show and spoke to British group exhibitors. Both the Embassy in Brasilia and the São Paulo Consulate is available to assist British companies exporting to Brazil.

British Consulate Reception:- The British Consulate in São Paulo organised a reception to allow exhibitors in the British Group to meet members of the local construction equipment community. The reception was sponsored by the CEA as an additional service to British Group Members. A number of contractors, distributors, dealers and agents were invited to a drinks reception held at the British Consulate on Monday 17 September from 18.30 to 20.30. Although the turnout of invited guests was not as high as expected some useful contacts were made. British exhibitors enjoyed themselves and broke the Consulate record for the amount of alcohol consumed at a single event!

British Consulate Briefing:- A briefing to inform exhibitors of the Brazilian economy and trading conditions was held for British Group members at the Consulate on the morning of 18 September. Following an introduction by Pat Ashworth (Deputy British Consul General) presentations were made by:-

Liam Gallagher (no relation!) a banking expert, who spoke on Brazilian banking and the economy in general. He said that inflation was presently at 5.8% and, though expected to rise, was thought to be under control after the hyper-inflation days at the end of the last century. Interest rates were presently fixed at 19%. Foreign direct investment is currently falling. He indicated that there were a number of pitfalls associated with patent laws in Brazil and that expert advice should be sought.

Ana Claudia de Souza of JV Souza Associates (slides attached) made a presentation on the tax situation in Brazil covering VAT, import duties, corporate taxation and employees income tax. Social costs are extremely high in Brazil – leading to a very large black economy. Employers must pay into an Indemnity Fund to provide their employees with a pension fund. However, this fund is payable to the employee should they be dismissed. The result is a very high turnover of staff deliberately making themselves unemployable and claiming their Indemnity Fund on dismissal. The VAT system is complicated with ratings on goods from zero to 130%. Import duties can be exceptionally high depending on the product. Corporation tax ranged from 24% to 34%.

The conclusion was that any company wishing to set up in Brazil would do well to take expert advice.  

Pinheiro Neto – Advogados - part of the Information Alliance Network, reported on the legalities involved with company formation in Brazil and the types of companies presently trading. His company can also give assistance on obtaining credit ratings. Details can be found on their web site www.pinheironeto.com.br .

Jeffrey Watkins of  Amapros - Amazon Prospects Ltd. Jeff is a long term ex-pat who has worked in the diamond mining industry and lived in almost every state of Brazil for over 20 years. Jeff now works as an import / export consultant. Details available from CEA.

Jeff gave an overview of Brazil and noted that:-

· Brazil is the 5th largest country in the world and is comprised of 26 states with a population exceeding 169 million people. 

· Brazil represents over 50% of the output of the entire MERCOSUR area. 

· Around 83% of the total population live in urban areas. Many more people move in from the rural areas looking for work each year. Lack of employment leads to the creation of favelas (ghettos).

· São Paulo is the largest industrial complex in Latin America. Over 19 million people live in Sao Paulo. 

· São Paulo state is roughly the size of Great Britain with a population of 34 million. It is responsible for roughly 50% of Brazil’s industrial output and 42% of all manufactured goods exports. 60,000 companies are based in São Paulo state.

· 10% of the entire Brazilian GDP is construction related. 
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8. DTI – Automotive Directorate EID 5a:

The CEA’s sponsoring department (EID 5a) at the DTI (Department of Trade and Industry) the Automotive Directorate’s Paul Mullins and Alan Woods are the CEA contacts in the Directorate. Paul and Alan provide invaluable advice to the CEA and it’s members in promoting the British construction equipment industry.  

9. Trade Partners UK:

The SESA grant scheme forms part of the export promotion effort of Trade Partners UK. British Exhibitors at M&T Expo also benefited from a £100 voucher from Trade Partners UK to be used in the translation of their company literature into Portuguese. In addition to arranging grant via the SESA scheme Trade Partners UK provide a wealth of market and export information. Details are available on the web site www.tradepartners.gov.uk. If you have a specific export enquiry about the Brazilian and Latin American markets, which is not answered by the information on the website contact: 

Trade Partners 
Brazil Unit

Kingsgate House

66-74 Victoria Street

London SW1E 6SW 

E-mail: exportinfo.brazil@tradepartners.gov.uk 

Web site: www.tradepartners.gov.uk
Tel: 020 7215 4847
Fax: 020 7215 8247 

Examples of the handouts held on Brazil: 

General: 
Agency Legislation 
Purchase Tax and VAT 

Export regulations
Packaging Regulations  
UK Solicitors Conversant with Brazilian Law 
Working in Brazil 
Labelling in Brazil 

10. Canning House formerly known as the Latin American Trade advisory Group:

Canning House assist SME’s with a range of business advisory services in Latin America including market and sector strategy development. 

Contact: 

Michael Valdés Scott

Canning House Ltd

2 Belgrave Square

London SW1X 8PJ

Phone: 020 7235 3651

Fax: 020 7259 6962

e-mail: mvs@canninghouse.com 

Web site:  www.canninghouse.com 

11. Tips and Observations:

The following hints and tips might be useful if you visit Brazil for business – or pleasure.

· The Brazilians work to a different time scale to Europe and punctuality is much less strictly observed. It did not seem to be unusual, or considered rude, for people to be an hour or so late for appointments. We were invited to a formal lunch for 12 noon which did not actually commence until after 14.00 pm. Most invited guests did not even arrive until well after 13.00 pm.











· Shops are open during the week from around 10.30 to 20.00. Large shopping malls should stay open until 21.00 or 22.00. However, this is subject to change due to current  electricity shortages. 

· Brazilians tend to take lunch as their main meal of the day. This seems to happen between 12.00 and 15.00. Dinner is taken anytime from 19.00 to 23.00. 

· Driving is a total nightmare in São Paulo and should not be attempted unless a) you know the city and exactly where you are going and b) have nerves of steel. Drivers are very aggressive and road regulations seem to be ignored.  

· Credit cards are not accepted in all restaurants, shops and hotels. Some may take all types of card, some just Visa or MasterCard, some only Visa or only MasterCard and some none at all. Credit card fraud is also rife so never let your card out of your site when paying and always insist on taking the carbon with you if it is an old fashioned swipe card machine. AMEX and Diner’s Club seemed to be taken in fewer outlets than Visa and MasterCard. 

· Security is VERY tight in banks. All had armed guards on the door and inside and many had metal detectors and bag searches.

· Cash can be obtained from hole in the wall machines using credit and debit cards (showing the Cirrus symbol) in some branches of Bank of Brazil, HSBC and Bank Of America. Actually finding a machine which would give you money, even though it showed all the right symbols was something of a hit and miss affair. Even when you found a machine that accepted your card they had often run out of money or decided that they could not help you this week.  

· Travellers cheques are VERY difficult to exchange. Some hotels will change them but at very poor rates. It took visits to nearly every bank in São Paulo before we found one willing to exchange cheques. After a lengthy wait we were told that, “yes we change travellers cheques – but not this week as we have run out of the forms. Can you come back next week?”  Eventually we found a money changer in a grubby arcade hiding behind an armed guard, a locked door and a curtain. Although we did not get a very good exchange rate after 2 hours of searching we were ready to settle for anything.

· Money is a bit of a conundrum in São Paulo. On the one hand you are told not to carry large amounts of cash but on the other it is the only sure way of knowing that you can pay for something. US$ are the currency of choice for exchange and larger items can sometimes be purchased in US$. In September the exchange rates were changing significantly daily. The best advice would be to take US$ and several cards with which to withdraw cash from machines. Then keep the bulk of your cash in your hotel safe. If you do need to carry large amounts of cash distribute it around your party, and yourself, keeping a small amount easily to hand should you be unlucky enough to be mugged. 

· Travellers to Brazil should note that it is not possible to change more that US$350 worth of Reals back into hard currency in any one day.

· Security - São Paulo conjures up horrific images of muggings and murders. Much of this reputation is well earned and many companies do not allow their staff to walk alone, or even at all in the city. That said, none of the British Group encountered any problems and common sense is the order of the day. Be aware of your surroundings and take local advice as to no go areas. Stay out of the Favelas (squatter camps) at all times and leave you expensive watches and jewellery at home. If you are mugged then DO NOT offer any resistance. Muggers are normally armed - they shoot first and ask questions later.

12. Conclusion

M&T Expo was a well run exhibition which could truly call itself international. It remains South America’s largest construction equipment exhibition although the mining section is presently small. Brazil has expressed desire to attract foreign investors but will struggle to do so in the present economic downturn.  

If overseas companies are to make serious inroads into Brazil they will have to find a way around the horrendous import duties which presently make imported goods very expensive. This is not an important issue if there is no domestic competition. But, if a product is made locally, an imported competitor would stand virtually no chance.

Joanna Oliver

Exhibitions Manager 

CEA September 2001 
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